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QUOTE 

CONFIDENTIAL OECD PARIS 30525 

E.O. 11652: GDS 
TAGS: ENRG, OECD 

SUBJECT: IEA: GOVERNING BOARD MEETING NOV 19-21 
REF: STATE 261 150 

1. SUMMARY. IN ONE OF MOST POLITICALLY CHARGED GB 
MEETINGS SINCE FOUNDING OF AGENCY EXACTLY ONE YEAR AGO, 
NOV 19-21 GOVERNING BOARD REACHED INFORMAL AD 
REFERENDUM AGREEMENT ON DETAILED LONG-TERM COOPERATION 
PACKAGE (DRAFT TEXT BEING SENT SEPTEL) FOR REFERRAL TO 
GOVERNMENTS AND FINAL DECISION AT GB MEETING SCHEDULED 
FOR DEC 19. AS EXPECTED, LENGTHY AND SOMETIMES HEATED 
DEBATE CENTERED ON MAJOR ISSUES OF: NATURE OF GROUP'S 
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COMMITMENT TO NON DISCRIMINATORY ACCESS TO INVESTMENT 
AND PRODUCT OFF-TAKE; PRE-POSITIONING OF LEGISLATIVE 
MEASURES TO MAINTAIN MSP; AND LEVEL OF MSP. RESULTS OF 
IEA HIGH-LEVEL R&D MEETING HELD NOV. 20-21 REPORTED 
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SEPTEL. END SUMMARY 

2. LEGISLATIVE AND ADMINISTRATIVE OBSTACLES AND 
DISCRIMINATORY PRACTICES (ACCESS ISSUE): 

MOST DIFFICULT DISCUSSION AT GB RELATED TO TREATMENT 
OF ACCESS ISSUE. THREE VERSIONS OF THIS PROVISION WERE 
SUBMITTED TO GB FOR DECISION. RANGING FROM NO COMMITMENT 
AT ALL TO LEGALLY BINDING "NATIONAL TREATMENT" COMMITMENT 
UNDER WHICH IEA COUNTRIES WOULD FORSWEAR ANY NEW 
LEGISLATIVE OR ADMINISTRATIVE REGULATIONS DISCRIMINATING 
AGAINST OTHER IEA COUNTRIES WITH RESPECT TO ENERGY 
PRICES, INVESTMENT, EXPORTS, ETC. DANES ARGUED STRONGLY 
THAT LATTER VERSION, ENHANCED BY FURTHER UNDERTAKING 
BY GOVERNMENTS TO LIST, ANDHTHEN WORK TO REMOVE, 

EXISTING DISCRIMINATORY PRACTICES, WAS "INDISPENSABLE" 

TO DANISH SUPPORT FOR MSP AND ENTIRE LONG TERM PACKAGE. 
DANISH ARGUMENTS WERE SUPPORTED BY IAPANESE, ITALIANS, 

AND SWISS. CANADIAN REP SUPPORTED BY NEW ZEALAND, 

STRONGLY OPPOSED NEED FOR ANY PROVISIONS IN LTC PACKAGE 
RELATING TO GENERAL ACCESS. 

HE SAID CANADA S ACTUAL PERFORMANCE IN ENCOURAGEMENT 
OF ACCELERATED DEVELOPMENT OF ALTERNATIVE SOURCES OF 
ENERGY WAS SECOND TO NONE, AND THAT THE WAY TO ADDRESS 
THE ISSUE WAS THROUGH A SPECIFIC PROJECT-BY-PROJECT 
APPROACH' NOT THROUGH GENERAL COMMITMENT WHICH WOULD BE 
UNACCEPTABLE TO CANADIAN PARLIAMENT. HE SAID 
DISCRIMINATORY ARRANGEMENTS WERE EMBODIED IN EXISTING 
CANADIAN LAWS AND HE DIDN'T ANTICIPATE ANY FORESEEABLE 
CHANGE IN THAT SITUATION, AT LEAST AT THIS TIME. 

CHAIRMAN DAVIGNON EMPHASIZED THERE NO POSSIBILITY 
OF DELETION OF CHAPTER V FROM PACKAGE. THIS WAS 
ESSENTIAL TO THE BALANCE OF BENEFITS AND BALANCE OF 
BURDENS INHERENT IN ENTIRE LONG TERM PROGRAM AND 
DELETION OF ANY ONE OF KEY ELEMENTS WOULD PUT ENTIRE 
PACKAGE IN JEOPARDY, IN TURN PREJUDICING FUTURE OF IEA 
AND CONSUMER COOPERATION. AT SAME TIME, HOWEVER, IT 
UNREALISTIC TO THINK CHAPTER V IN ITSELF COULD REDRESS 
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ENERGY RESOURCES IMBALANCES WITHIN IEA, OR THAT 
GOVERNMENTS COULD BE FORCED TO CHANGE EXISTING DISCRIMI- 
NATORY LEGISLATIVE PRACTICES. WHAT WAS NECESSARY WAS 
COMPROMISE APPROACH ACCEPTABLE TO ALL PARTIES. 

USDEL SAID PROBLEM HAD TWO ASPECTS: EXISTING 
DISCRIMINATORY LEGISLATION/PRACTICES AND POSSIBLE FUTURE 
DISCRIMINATORY LEGISLATION. LATTER COULD BE DEALT WITH 
THROUGH SOME FORM OF "STANDSTILL" FORMULATION. SIMILAR 
IN CONCEPT TO OECD TRADE PLEDGE, BUT NOT LEGALLY BINDING 
IN NATURE. PROBLEM OF EXISTING DISCRIMINATORY LEGISLA 
TION MIGHT BE HANDLED IN CONTEXT OF A REVIEW PROCEDURE. 

U.S. ACCEPTED MAIN POINT THAT THERE STRONG POLITICAL 
NEED FOR SOME KIND OF CHAPTER V OF OVERALL IEA 
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SOLIDARITY TO BE MAINTAINED. U.S. POSITION WAS SUPPORTED 
BY UK, FRG AND OTHERS. 

AFTER LENGTHY AND AT TIMES HEATED DEBATE, GROUP 
AGREED TO TAKE BACK TO CAPITALS NEW VERSION OF CHAPTER V. 
TEXT NOW PROVIDES THAT MEMBERS SHOULD USE "BEST 
ENDEAVORS" TO APPLY LEGISLATIVE AND ADMINISTRATIVE 
REGULATIONS, WITHIN LIMITS OF EXISTING LAWS AND 
REGULATIONS, IN WAY TO AFFORD NATIONAL TREATMENT IN 
ENERGY FIELD. MEMBERS WOULD ALSO USE "BEST ENDEAVORS'" 

TO REFRAIN FROM INTRODUCING LEGISLATION/REGULATIONS IN 
FUTURE WHICH WOULD NOT ALLOW NATIONAL TREATMENT. 

CANADIAN DEL SAID REVISED TEXT STILL ENTAILED MAJOR 
POLITICAL COMMITMENT WHICH HE UNABLE ACCEPT AT PRESENT 
TIME. THEREFORE, CANADA WOULD PROBABLY HAVE TO REQUEST 
EXEMPTION FROM CHAPTER V, ALTHOUGH GOC WOULD BE ABLE TO 
PARTICIPATE IN CHAPTER V REVIEW PROCESS. NEW 
ZEALAND SUPPORTED CANADIAN POSITION BUT SAID HE WOULD 
PRESENT TEXT TO GOVERNMENT IN FAVORABLE LIGHT. HE WAS 
NOT OPTIMISTIC ON ACCEPTANCE THOUGH, IN WHICH EVENT GNZ 
WOULD ALSO SEEK EXEMPTION. DANES SAID TEXT AS SUCH 
REPRESENTED CONSIDERABLE DEROGATION FROM DANISH 
POSITION, AND HIS GOVERNMENT'S DECISION ON ACCEPTANCE OF 
OVERALL LT PROGRAM WOULD BE FURTHER INFLUENCED BY 
WILLINGNESS OF ALL MEMBERS TO SIGN ON TO CHAPTER V. 

DANISH POSITION WAS SUPPORTED IN SOMEWHAT LESS EMPHATIC 
FASHION BY ITALY, AND JAPAN. U.S., UK, AND NORWAY SAID 
TEXT WOULD BE DIFFICULT FOR THEIR GOVERNMENTS TO ACCEPT, 
BUT THEY WOULD RECOMMEND IT TO CAPITALS. COMMENT: 
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IT NOW CLEAR THAT THERE ALMOST NO LIKELIHOOD 
CANADA WILL BE ABLE ACCEPT CHAPTER V AND WILL HAVE TO BE 
GRANTED EXEMPTION, PERHAPS ALONG LINES SIMILAR TO ONE 
GRANTED NORWAY UNDER EMERGENCY SHARING PROGRAM (E.G. 
REQUIRING SOME COMPENSATORY COMMITMENT BY CANADA IN 
DEVELOPMENT OF NEW ENERGY). THOUGH THERE IS SOME DANGER, 
WE SHOULD BE ABLE TO AVOID RISK OF HAVING PACKAGE UNRAVEL 
BECAUSE OF THIS, PARTICULARLY IF NEW ZEALAND CAN BE 
BROUGHT ON BOARD. DANES, JAPANESE, ITALIANS AND OTHERS 
WILL IN END LIKELY ACCEPT TEXT AS LONG AS EXEMPTION KEPT 
TO MINIMUM. 

3. GUIDING PRINCIPLES FOR PROJECT-BY-PROJECT COOPERATPON 
ACCESS-RELATED QUESTION OF PROPOSED GP'S AIMED AT 
ENCOURAGING INVESTMENT IN SPECIFIC ENERGY PROJECTS, WITH 
CONSIDERATION IN SPECIAL CIRCUMSTANCES FOR OFFTAKE 
GUARANTEES WERE APPROVED WITH ONLY MINOR CHANGES FROM 
SLT TEXT. CANADIANS, WHO HAD PREVIOUSLY RESISTED, SAID 
THEY WOULD TRY TO OBTAIN SUPPORT FOR GP IN OTTAWA. 

JAPAN AND SEVERAL OTHERS CLEARLY VIEW WITH INTEREST 
POSSIBILITY OPENED BY G.P. ON OBTAINING ACCESS ASSURANCES 
FOR MAJOR INVESTMENTS. WITHOUT CHANGING NATURE OF 
COMMITMENTS INVOLVED, GP'S WERE MOVED FROM ANNEX 1 TO 
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CHAPTER 3 A FOR PRESENTATIONAL REASONS. 

4. MINIMUM SAFEGUARD PRICE: 

A. ) LEVEL: IN DISCUSSION ON THIS ISSUE, U.S., UK, 

AND NORWEGIAN DELS STRONGLY CRITICIZED METHODOLOGY AND 
FACTUAL BASIS OF RECENT SECRETARIAT PAPER ESTIMATING 
LEVEL OF OIL PRICE AT WHICH COMMERCIAL INDUCEMENT TO 
DEVELOPMENT OF NEW ENERGY SOURCES WOULD BE PUT AT RISK. 
USDEL SAID SECRETARIAT FIGURES WERE FAR TOO LOW. AND 
PRESENTED U.S. ANALYSIS INDICATING HIGHER RANGE 
NECESSARY IF MSP TO BE CREDIBLE TO PUBLIC OPINION, NEW 
ENERGY INVESTORS AND TO OPEC AS INDICATION OF CONSUMERS' 
SERIOUS INTENT. U.S. SUPPORTED RECOMMENDATION BY 
CHAIRMAN THAT $6-8 FOB RANGE WAS REALISTIC FOR THIS 
PURPOSE. UK, NORWAY, CANADA, DENMARK AND IRELAND ALL 
INSISTED ON FIGURE AT TOP OF RANGE. IAPAN, ITALY, 

GERMANY, AUSTRIA, SPAIN AND NETHERLANDS ARGUED FOR 
BOTTOM. GROUP AGREED THAT PRECISE FIGURE WOULD BE SET 
AT DEC. 19 GB MEETING. 

(NOTE: SWEDES REITERATED PREVIOUS RESERVATION ON WHOLE 
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CONCEPT OF MSP, SAYING ISSUE HIGHLY POLITICAL, AND 
RECOMMENDING THAT DECISION MIGHT BE POSTPONED UNTIL 
JULY, 1976 TO TAKE ACCOUNT OF INTERVENING DEVELOPMENTS 
IN PRODUCER/CONSUMER DIALOGUE.) 

B. ) PREPOSITIONING AND EC QUESTION: EXCEPT FOR 

ONE OR TWO SECOND LEVEL ISSUES, FRAMEWORK OF MSP SYSTEM 
NOW AGREED. AFTER THE ACCESS ISSUE, QUESTION OF 
PREPOSITIONING OF LEGISLATIVE AND ADMINISTRATIVE 
CAPABILITY TO IMPOSE MEASURE OR MEASURES FROM AN AGREED 
LIST TO MAINTAIN THE MSP WAS THE MOST DIFFICULT PROBLEM 
ADDRESSED BY THE GROUP. EIGHT EC MEMBERS, TOGETHER WITH 
JAPAN, STRONGLY OPPOSED ANY PROVISION WHICH WOULD 
REQUIRE THEM TO GO TO PARLIAMENTS IN NEAR FUTURE TO F ILL 
ANY GAPS IN EXISTING AUTHOR ITF.S TO IMPOSE LEVIES, 

TARIFFS, QUOTAS, ETC. TO MAINTAIN MSP COMMITMENT. UN- 
SUPPORTED BY UK AND NORWAY, ARGUED THAT LACK OF AGREED 
PROCESS ON WHEN AND HOW GOVERNMENTS WOULD POSITION 
MEASURES TO MAINTAIN MSP COULD CALL INTEGRITY OF SYSTEM 
INTO QUESTION. 

COMPROMISE AGREED UPON PROVIDES THAT INDIVIDUAL 
COUNTRIES WILL SEEK ANY NEW IMPLEMENTING AUTHORITIES 
NEEDED UPON A FINDING BY THE SECRETARIAT THAT MSP 
COMMITMENT LIKELY TO BE CALLED INTO OPERATION, OR ON A 
DECISION BY THE GOVERNING BOARD. LATTER OPTION 
PRESERVES POLITICALHFLEXIBILITY IN THAT IF EC DOES 
DECIDE TO ESTABLISH MSP REGIME, MAJOR OBSTACLES TO 
FORMAL PREPOSITIONING WOULD BE ELIMINATED, AND WE COULD 
PROCEED TO REQUIRE ALL COUNTRIES TO OBTAIN FULL 
IMPLEMENTING AUTHORITY IN ADVANCE OF ANY TREND IN 
WORLD PRICE DOWN TO MSP LEVEL. 

PROBLEM POSED BY INABILITY OF EC COUNTRIES AT THIS 
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TIME TO ASSURE NORWAY AND UK, IN THE EVENT OF WORLD 
PRICE BREAK, THEY WILL BE ABLE TO SELL THEIR OIL AT MSP 
LEVEL WITHIN THE COMMUNITY BEHIND SHIELD OF A 
VARIABLE LEVY WAS DISCUSSED IN DETAIL. SOLUTION WHICH 
EMERGED FOR RECONSIDERATION AT NEXT MEETING WOULD 
PROVIDE STRONG COMMITMENT THAT IN EVENT OF MSP 
ACTIVATION IEA IMPORTING COUNTRIES WILL ASSURE THAT 
NON-IEA OIL DOES NOT DISPLACE IEA PRODUCED OIL IN 
NATIONAL MARKETS. THIS WOULD BE LINKED TO AGREED LIST 
OF IMPLEMENTING MEASURES, INCLUDING A CONSUMPTION 
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TAX WHICH FRG AND SOME OTHER EC COUNTRIES BELIEVE IS 
ONLY MEASURE THEY COQLD USE IN EVENT MSP NOT APPLIED BY 
COMMUNITY. 

INCLUSION OF PRODUCTS IN MSP SCHEME NOT FINALLY 
AGREED. FRG STILL RESISTING ANY COMPROMISE FORMULATION 
WHICH WOULD REQUIRE THEM TO AGREE THAT GASOLINE AND 
NAPHTHA INCLUDED FROM OUTSET WITH FATE OF REMAINDER, 
INCLUDING PETROCHEMICAL FEEDSTOCKS, SUBJECT TO FURTHER 
TECHNICAL STQDY AND SUBSEQUENT DECISION. THIS SHOULD 
NOT, HOWEVER, BE MAJOR OBSTACLE TO REACHING 
FINAL AGREEMENT. 

C.) VOTING: THERE WAS CONSIDERABLE DISCUSSION OF 
VOTING ARRANGEMENTS FOR ANY FUTURE CHANGES IN MSP 
LEVEL ONCE IT ESTABLISHED. JAPANESE. ITALIANS, GERMANS 
AND SEVERAL OTHERS TOOK POSITION THAT LEVEL SHOULD 
ONLY BE CHANGED BY UNANIMOUS VOTE IN GB, AND THAT GB 
APPROVAL OF THIS POINT WOULD BE IMPORTANT FACTOR IN 
DECISION IN THEIR CAPITALS RE COMMITMENT TO OVERALL 
PROGRAM. CHAIRMAN, SUPPORTED BY U.S., UK, 

DENMARK AND NORWAY,SAID UNANIMITY RULE COULD UNDERCUT 
CREDIBILITY OF SYSTEM, THEREBY DETRACTING SIGNIFICANTLY 
FROM INTENDED OBJECTIVES OF PROGRAM. U.S. SUGGESTED 
WEIGHTED MAJORITY VOTING FOR ANY INCREASES OR DECREASES 
IN LEVEL WITHIN CERTAIN PERCENTAGE BANDS AND UNANIMITY 
FOR ANY CHANGES OUTSIDE THESE BANDS. FRG DEL REJECTED 
U.S. PROPOSAL. CHAIRMAN AGREED TO PRODUCE PAPER ON THIS 
SUBJECT FOR DISCUSSION AT NEXT GB MEETING. 

5. OIL MARKET: 

AFTER BRIEF STATEMENTS OF TRADITIONAL VIEWS ON 
AGGREGATION/DISAGGREGATION PROBLEM, AND SEVERAL 
EXPRESSIONS OF CONCERN OVER GAPS IN FIGURES RECEIVED FOR 
CRUDE OIL PRICES, ALL SUBSTANTIVE DECISIONS WERE POST- 
PONED PENDING FURTHER WORKING OUT OF TECHNICAL DETAILS 
OF REPORTING PROCEDURES IN SOM. 

6. SCHEDULE OF MEETINGS: 

H GB AGREED ON FOLLOWING SCHEDULE OF MEETINGS: 

DEC 10: INFORMAL MEETING OF HEADS OF GB DELEGATIONS 
IN BRUSSELS TO DISCUSS SUBSTANTIVE PREPARATIONS FOR 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


DIALOGUE AND REVIEW KEY POINTS OF LONG TERM PACKAGE. 
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DEC 19: REGULAR GB MEETING IN PARIS FOR FINAL 
DECISION ON LONG TERM PACKAGE. 

TURNER UNQUOTE KISSINGER 

CONFIDENTIAL 


« END OF DOCUMENT » 
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